This is a sample Risk Based Addendum designed to illustrate risk based issues only.

FEDERAL CREDIT UNION     1234 ANY STREET     CITY, STATE  ZIP

LOANLINER( ADDENDUM:  This Addendum is incorporated into and becomes a part of your LOANLINER( Credit Agreement.  Please keep this attached to your LOANLINER( Credit Agreement.



Effective Date:   September 8, 2000
Replaces Addendum Dated:   December 12, 1999

Subaccount  Description
Approx.

Term

(In Months)
Daily

Periodic

Rate
ANNUAL

PERCENTAGE

RATE

New Car & Truck  - 100% Financing  (1)
24
0.021918% - 0.032877%
8.00% - 15.00%


36
x.xxxxxx% – x.xxxxxx%
9.00% - 17.00%

New Car & Truck  - 90% Financing  (1)
48
x.xxxxxx% – x.xxxxxx%
7.00% - 14.00%


60
x.xxxxxx% – x.xxxxxx%
8.00% - 15.50%






Used Car & Truck  - 100% Financing  (1)
48
x.xxxxxx% – x.xxxxxx%
10.00% - 18.00%






New and Used Recreational Vehicle  (1)
36
x.xxxxxx% – x.xxxxxx%
7.25% - 11.25%


48
x.xxxxxx% – x.xxxxxx%
7.75% - 11.75%

 




Signature Line of Credit

0.031507%
11.50%

(1)  Risk Based:  The Annual Percentage Rate (APR) you receive will be within the range disclosed above and is based on your credit worthiness.  Please ask us for the initial rate that you qualify for.   We will evaluate your credit worthiness every ___ months; the ANNUAL PERCENTAGE RATE on existing balances and new advances is subject to change [ on the ___ day of the month ] based on the rate you qualify for at the time of the evaluation.

Late Charges:  If your installment payment is more than 10 days late, you will be charged a late fee of 10% of the payment due. 

Collection Costs:  You promise to pay all costs of collecting the amount you owe under this agreement including court costs and reasonable attorney fees.

INFORMATION ABOUT RISK BASED LENDING

· Regulation Z Truth In Lending states that all of the rates possible should be disclosed for open-end credit.  When doing risk based lending our legal Staff suggests that the Addendum discloses the range of rates possible for each subaccount.   You may combine 2 or more subaccounts into 1 subaccount if the same rate range applies.  Our Legal Staff also recommends that a separate rate range is disclosed when the rates range differs due to the length or level of financing (Approximate Terms or 90% LTV versus 100% LTV).  

· Clearly document whether each subaccount is risk based priced or not.   

· Your CU’s Loan Policy should detail your risk based pricing lending efforts.  It may be a section of your Regular Loan Policy or a separate policy.   The policy should document how your lenders will handle borderline applicants.

